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ECONOMIC INDICATORS 


EC$1.00 = US$.50% 


All values are in million USS unless otherwise stated, 








Item 1968 1969 1970 1971 
INCOME , PRODUCTION , EMPLOYMENT 
GDP at Current Prices 108.3 118.5 139.4 N.ae 
GDP at Constant (1965) Prices 93.7 96.5 104,3 ee 
Per Capita GDP, Current Prices 428.5 467.2 578.1 " 
Avo. Weekly Wage nea. n.ae n.a. Est.US$3000 
Sugar Production 
Total Sugar Crop (000 long tons)159 139 154 134 
MONEY AND PRICES 
Money Supply - December 28.9 32.5 33.4 Neae 
Demand Deposits Si.7 24.5 22.6 ee 
Retail Price Index - December 
(Oct. 1965 = 100) 116.9 122.4 133.6 147.1 
Public Debt Outstanding - 
March 3lst. 26.9 27.5 30.9 neae 
Domestic 14,1 14.6 18.0 id 
External 12.8 12.9 12.9 " 
Debt Service Ratio as % of 
total Revenue 8.7 8.7 Ton ee 
FOREIGN TRADE Jan-May 
Total Exports (F.O.B.) 40.1 37.1 39.9 17.9 
Exports to U.S. 6.5 8.3 7.8 n.ae 
Total Imports (C.I.F.) 84.0 97.3 117.5 42.8 
Imports from U.S. (C.I.F.) 17.5 21.8 24.4 n.a. 
Main Imports from U.S. 
Machinery and Transport Equip- 
ment 5.2 725 9.3 = 
Manufactured Goods 3.5 4.1 4.7 ee 
Food 3.6 4.0 4.3 e 
Miscellaneous Manufactured Goods 2,3 3,0 3.4 " 
Chemicals 1.0 ii 1.3 e 
TOURISM 
Total Tourist Arrivals (persons 
not via cruise ship) in 
thousands 115,697 134,303 156,417 170, APO fl 
U.S. Tourist Arrivals (persons st.) 
not via cruise ship) 41,287 49,265 57,119 n.a 


* Rate used in previous reports, 


USS .54,. 
adjustments will be made in subsequent reports. 


Since 1971 US dollar float and 
devaluation, rate now closer to EC$1,.00 
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SUMMARY 


Barbados is a 166-square-mile island with a population of 
240,000, estimated per capita income of US$450, a high 
literacy rate, and an adequate economic infra-structure,. 

The major economic constraints to development are lack of 
natural resources, high unemployment, and dependence on sugar 
which accounts for 13% of GDP and 45-50% of exports. Economic 
growth has traditionally been governed by fluctuations in 
sugar production, but in recent years declining production 
has been offset by the growth in tourism, which now surpasses 
the sugar industry as the main source of foreign exchange. 


The government's successful efforts at economic diversifica- 
tion through the development of tourism and light industry 
have contributed to an adverse balance of trade as imports in 
1970 increased by 21% while exports rose 7.5%. Tourism is 
expected to continue its growth as the Tourist Board has 
successfully sought new markets in Europe, as well as to 
increase off-season tourism. 


Attracted by government industrial incentive legislation, 31 
new industries were established in 1969-71, the majority of 
which are American owned. Priority is given to industries 
which will promote employment and development of local skills 
and import substitution. The September 1971 re-election of 
Prime Minister Barrows. government means continuation of these 
policies although with increasing emphasis on Barbadian 
participation in foreign firms, particularly through employ- 
ment of more Barbadians in management, and growing labor 
pressure for wage increases and union recognition, The wage 
differential for labor intensive industries will continue to 
remain significantly lower than in the U.S, 


U.S. exports will be affected by U.K. entry into the EEC and 
continued preferential treatment for sugar exports based on 
the granting of reverse preferences, Although 1970 imports 
from the U.S. increased 12% to 21% of total imports, the U.S. 
share of the market would undoubtedly be greater except for 
preferential Commonwealth trade arrangements. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


The 1970 GDP in current prices increased to EC$279 million 
or 17.6% over the 1969 figure. In real terms, however, it 
is estimated the GDP grew about 7-8%, This expansion in 
economic activity was the result of improved 1970 sugar 
production as well as a continued increase in tourism 
expenditures, 


Agriculture 


Although agriculture'*s contribution to the GDP continued to 
decline (from 15.7% in 1969 to 14.5% in 1970), it remains the 
economic base, and sugar and its by-products continue to be 
the island*ts chief exports, accounting in normal years for 
45-50% of exports. Since 1967, however, production has been 
steadily declining, although the industry did make a partial 
recovery in 1970, when production reached 154,000 long tons, 
(compared with 139,000 in 1969) and sugar exports increased 
by 10%. 1971 production, however, again declined to 134,553 
long tons, and this undoubtedly had an adverse effect on 1971 
GDP growth which in real terms may be half that of 1970, 
Because of a severe drought in 1971, 1972 production is 


estimated at only 100,000 tons which may severely affect 1972 
GDP growth, 


Almost all sugar production is absorbed by the U.K. under the 
terms of the Commonwealth Sugar Agreement, which expires in 
1974. A high cost producer, Barbados would find it difficult 
to compete in world markets despite recent efforts to modern- 
ize the industry. The continuation of a protected market 
with a favorable negotiated price will remain critical to the 
economy. Without such a market, it is estimated that export 
earnings could drop an estimated 28%, causing a fufther 
increase in the adverse balance of trade. With U.K. entry 
into the EEC, it is expected that the West Indies Sugar 
Association, of which Barbados is a member, will give priority 
to the negotiation of an agreement with the EEC which will 
continue to protect its chief export. 


Tourism 


Declining sugar production will increase economic dependence 
on tourism as the chief source of foreign exchange. Although 
the fastest growing sector of the economy in recent years, 
tourism remains critically dependent on external factors, and 
earnings may fluctuate drastically from year to year. Despite 
some indications that the 1970 winter (December-April) season 
did not reach the 1969 level, the number of tourists in 1970 








(156,417) increased 16.5% over 1969, although this increase 
was still below the previous five year average of 19%. This 
slowdown appears to be the result of the U.S. recession; the 
number of Americans visiting Barbados in 1970 increased 8.4%, 
considerably below the 1969 increase of 27.6%. A similar 
pattern occurred in tourism from Canada and the U.K. In- 
complete figures indicate that 1971 tourism showed a signifi- 
cant increase over 1970, and the number of tourists may have 
reached 170,000, 


In an effort to make tourism a less seasonal industry, the 
Tourist Board has directed most of its promotional efforts 
toward attracting visitors in the off season (May-November). 
Available figures indicate this effort is meeting with some 
success since approximately 90,863 tourists visited the 
island in the 1970 off season compared with 84,830 in the 
previous year. Although the bulk of visitors continue to 
come from the U.S., Canada, and the U.K., the Tourist Board 
has made strenuous efforts to attract more Europeans through 
the promotion of the Barbadian registered carrier, International 
Caribbean Airways, which flies Once a week to London and 
Luxembourg at a very low fare, 


Trade 


The expansion in tourism with its high import component 
(primarily in foods) has contributed to a continuing adverse 
trade balance. Since 1967, exports have been comparatively 
static increasing by US$4.2 million; in the same period 
imports have nearly doubled increasing by US$50 million to 
US$117 million in 1970, The major categories of imports - 
food, manufactured goods, machinery, and transport equipment - 
have all increased; machinery and transport equipment increased 
37% over 1969, and food, one-fifth of total imports, increased 
by US$3.5 million or about 17%, The fact that exports have 
remained comparatively constant while imports have grown by an 
average 20% in the last three years has resulted in the largest 
trade deficit of the decade, US$77.5 million in 1970. This 
trend can be expected to continue; provisional January-May 
1971 figures show exports of US$18 million compared to imports 
of US$43 million. In previous years, this trade deficit was 
financed mainly by tourism receipts but as the trade deficit 
has widened and tourism has shown a declining rate of growth, 
the current account deficit has steadily increased. In 1968, 
the deficit was estimated at US$20 million; current estimates 
are that it has more than doubled to US$45-50 million in 1970, 
The increasing deficit on current account emphasizes the need 
for additional external private and public financing; because 
of the country’s limited resources, the Government can be 


expected to intensify its efforts to attract capital inflows. 


Banking 


The financial system consists mainly of the seven commercial 
banks - 3 Canadian, 1 British, and 3 American - and the 
Barbados Savings Bank. The East Caribbean Currency Authority, 
of which Barbados is a member, acts mainly as an issuing 
authority. The Banking Act of 1963 regulates the establish- 
ment and operation of banks in Barbados; at present there are 
no requirements that foreign banks incorporate any capital 

in Barbados, keep minimum reserves or hold any local assets. 
However, it is expected that legislation establishing a Central 
Bank in 1972 will give the Government more control over the 
banking system. The interest rate is set by statute but 
commercial banks are now permitted to charge rates in excess 
of 8%, and the prime lending rate responds to changes in the 
U.K. bank rate. 


Money Supply and Credit 


Concomitant with the economic expansion, the money supply 
continued to increase but at a declining rate. The 1970 
increase was 3% as opposed to an annual 7% increase in the 
previous two years, Although currency in circulation 
increased by 25% over the previous year, demand deposits 
fell by ECS$3.8 million, Banking activity continued to expand 
but also at a slower rate as commercial loans increased 26% 
or about half the rate of the previous year. This slower 
expansion in deposits combined with increased demand for 
credit caused the loan/deposit ratio to rise to 94% by the 
end of 1970. Practically all of the credit went to the 
private sector, especially for tourism, construction, and 
consumer credit, 


Cost of Living 


The cost of living has also continued to rise, increasing by 
9% in 1970. Increases were particularly marked in medical 
and personal care (26.6%), transportation (16.9%), education, 
recreation, food and beverages (8.1%), and miscellaneous (14.1%). 
Some of the increase is attributable to inflation imported 
from the country's main trading partners - the U.S. and the 
U.K. - which resulted in higher prices for imports. Prelimi- 
nary figures indicate that the price level may have risen as 
much as 12-15% in 1971. The overall index was 147.1 in 
December 1971, as compared to 133.6 in December 1970, and the 
January 1972 figure rose to 148.2. As rising prices put 








additional pressure on wage rates, inflation will undoubtedly 
continue at a comparable rate in 1972 unless the Government 
imposes additional controls, 


Government Development Programs - Agriculture and Industry 


Because of its combined dependence on sugar, the chief 
agricultural export, and tourism with its high import 
component, the Government has emphasized agricultural and 
industrial diversification programs to broaden the economic 
base. Despite the Ministry of Agriculture's efforts to promote 
more food crops to lessen dependence on food imports, this 
program has had only minimal success and is not expected to 
show much improvement in the near future. On the other hand, 
the Industrial Development Corporation has had marked success 
in attracting new industry. The IDC now operates eight 
industrial parks and provides long term leases at reduced 
rents. Under both the Industrial Incentives Act of 1963 and 
the Export Industries Act of 1969, the IDC approved a total 
of 25 new industries in 1969-1970. In the same period, 21 
new industries were actually established, providing employ- 
ment for 1,036 people. Another 10 new industries were 
established in 1971. These industries are mainly labor 
intensive; they manufacture such products as electronic 
components, playing cards, textiles, toys, children's wear, 
slacks etc. Capital investment in these new industries was 
US$1.3 million in 1969 and USS.8 million in 1970; both 
figures include the IDC contribution of approximately US$.25 
million for construction of factory buildings and industrial 
estates. The success of the program is also reflected in the 
increase in construction activity, which as a percent of GDP 
increased 23% over 1969 to US$13.8 million in 1970, Although 
few details are available, many local firms are also building 
new offices and plants and re-locating outside the congested 
downtown area. As the establishment of new industry also 
contributes to the solution of the country's pressing unemploy- 
ment problem, the Government can be expected to further continue 
and expand its efforts to promote industrial development, 


PART B - IMPLICATIONS FOR THE UNITED STATES 
1. Trade 


Despite Commonwealth preferential arrangements, the U.S. has 
been steadily increasing its share of the Barbados market, 
Although the U.K. and Canada accounted for 44% of total trade 
in 1970, imports from the U.S. rose from 15% in 1967 to 21% 
in 1970, or US$24.5 million. The main imports from the U.S. 
are machinery, manufactured goods, and foodstuffs, Because 


of its geographic proximity, the U.S. share of the market 
would be greater were it not for the higher duty on non- 
Commonwealth products, ranging up to 50%, which in many 
categories substantially increases the cost of U.S. products. 
Without this tariff barrier, it is likely that the U.S. 
share would now be greater than 20% and would have increased 
at a more rapid rate. The UK*s joining the EEC and the re- 
negotiation of the Commonwealth Sugar Agreement in 1974, 
including the granting of reverse preferences, will affect 
future U.S. ability to obtain a larger share of the market, 
To the extent that these preferential arrangements can be 
phased out, U.S. exports will benefit, particularly in those 
cases where the U.S. product is cost competitive except for 
the higher tariff. 


The establishment of the Caribbean Free Trade Association has 
also meant the growth of intra regional trade, which now 
accounts for 14% of total trade. Barbados* imports from the 
CARIFTA area are mainly rice, petroleum, and a variety of 
manufactured goods. In some instances, U.S. firms are 
manufacturing in the Commonwealth and/or CARIFTA countries 
and therefore are not affected by the higher rates of duty 
applied to imports from outside the area. If preferential 
arrangements continue, more U.S. firms may find it advanta- 
geous to establish factories in CARIFTA countries. 


Re Investment 


The Governmentts program to attract foreign investment through 
incentive legislation - the 1963 Industrial Incentives Act 
and the 1969 Export Industries Act - will continue to be 
implemented by the Barbados Industrial Development Corpora- 
tion, which has offices in New York and Toronto. Because of 
high local unemployment and under-employment, priority will 

be given to those industries which will most develop local 
skills and provide maximum employment, Electronics, textiles, 
wig manufacturing, spectacle frames are examples of recently 
established small U.S. factories. Despite recent wage 
increases and the probability of increasing union pressure, 
wage rates will still be significantly less than in the U.S., 
and labor intensive industries will continue to find Barbados 
attractive. 


The Government, however, is going to be increasingly concerned 
with more local control of economic activity, including 
foreign investment. The establishment of a Central Bank early 
in 1972 will also mean more control over capital flows and 
commercial banking. Firms may anticipate that the sale of 
shares on the local market or to the Government as well as 
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more participation in management by Barbadians either as 
managers or directors may be required. Work permits for 
foreigners will be more difficult to obtain unless it is 
clearly shown that the skill is not available locally and 
that a Barbadian will be trained to fill the position at the 
earliest possible date, 


In addition, more selectivity about the kinds of foreign 
investment encouraged to enter the country can be anticipated 
with preference given to those investors that can contribute 
most to the island*s economy in terms of employment, develop- 
ment of local skills, and extent of Barbadian participation. 
U.S. firms should "Barbadianize"™ as much as possible in order 
to safeguard their investment and future profits. 
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